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ARTICLE 1 

1.0 INTRODUCTION 

1.1 On August 15, 2017 (the “Filing Date”), each of Dundee Energy Limited Partnership 

(“DELP”) and Dundee Oil and Gas Limited (“DOGL”) (together, “Dundee” or the “Debtors”) 

filed a Notice of Intention to Make a Proposal (together, the “NOIs”) pursuant to s. 50.4(1) of 

the Bankruptcy and Insolvency Act (Canada), R.S.C. 1985, c. B-3, as amended. FTI Consulting 

Canada Inc. (“FTI”) was the proposal trustee under the NOIs (in such capacity, the “Proposal 

Trustee”). 

1.2 By order dated August 16, 2017 (the “Sale Process Order”), a copy of which is attached 

as Appendix “A”, the Ontario Superior Court of Justice (In Bankruptcy and Insolvency) 

(Commercial List) (the “Court”), among other relief: 

a) approved a sale solicitation process (the “SSP”) for all of the assets, undertakings 

and properties of Dundee (collectively, the “Property”) under the supervision of 

the Proposal Trustee; 

b) approved the amended and restated forbearance agreement made as of August 15, 

2017 (as amended, the “Forbearance Agreement”) between Dundee, Dundee 

Energy Limited (“DEL”) and National Bank of Canada, as lender and agent for 

the lenders to Dundee (in such capacity, the “Lender”); and 

c) authorized DELP to continue to obtain and borrow, repay and re-borrow 

additional monies under the credit facility (the “Credit Facility”) made available 

to DELP by the Lender pursuant to the amended and restated credit agreement 

among DELP, as borrower, DEL and DOGL, as guarantors, and the Lender, dated 
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as of July 31, 2012 (as amended, the “Credit Agreement”) subject to the terms of 

the Forbearance Agreement, in order to finance DELP’s working capital 

requirements, provided that borrowings by DELP under the Credit Facility shall 

not exceed the amounts contemplated in the Credit Agreement and the 

Forbearance Agreement. 

1.3 By Order dated February 13, 2018 (the “Initial Order”), a copy of which is attached as 

Appendix “B”, the Court, among other relief: 

a) continued the proposal proceedings for DOGL (the “Proposal Proceedings”) 

under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c.C.-36 (as 

amended, “CCAA”); 

b) appointed FTI as the Monitor of DOGL (in such capacity, the “Monitor”); and 

c) declared that all orders of the Court granted in the Proposal Proceedings continue 

to be in full force and effect, except to the extent that such orders are inconsistent 

with the terms of the Initial Order or the CCAA. 

1.4 By order dated June 11, 2018 (the “Approval and Vesting Order”), a copy of which is 

attached as Appendix “C”, the Court, inter alia, approved the sale to Lagasco Inc. (the 

“Buyer”) of substantially all of Dundee’s assets (the “Transaction”) pursuant to the Asset 

Purchase Agreement dated April 4, 2018 (as amended, and subject to further amendment with 

approval of the Monitor and the Lender, the “APA”).  A redacted copy of the APA (without 

schedules) is attached as Appendix “D”.  In addition to approving the Transaction, the Approval 

and Vesting Order directs the assignment to the Buyer pursuant to section 11.3 of the CCAA of 



3 

 

the On-shore Leases (as defined below) as well as certain trade contracts in respect of which 

consent to assignment has not been obtained (the “Assigned Trade Contracts” and together 

with the On-shore Leases, the “Assigned Contracts”). 

1.5 By order dated September 26, 2018 (the “APA Extension Order”), the Court authorized 

the Monitor and the Debtors to consent to an extension of the outside date for Closing under the 

APA until October 12, 2018.  A copy of the APA Extension Order is attached as Appendix “E”. 

1.6 On October 24, 2018, Justice Dunphy released Reasons for Decision (the “October 24 

Reasons”) authorizing the Monitor to consent to an extension of the outside date for Closing 

under the APA until November 16, 2018 and directing the Monitor to be in a position to 

forthwith resume the sales process in the event the Transaction fails to close on or before 

November 16, 2018. A copy of the October 24 Reasons is attached as Appendix “F”. 

1.7 On October 26, 2018, with the consent of the Monitor and the Lender, the Debtors and 

the Buyer entered into a fourth amendment to the APA (the “Fourth APA Amending 

Agreement”) which extended the outside date for Closing under the APA until November 16, 

2018. A copy of the Fourth APA Amending Agreement is attached hereto as Appendix “G”.  

ARTICLE 2 

2.0 PURPOSE OF THE SEVENTH REPORT 

2.1 The purpose of this seventh report of the Monitor (the “Seventh Report”) is to provide 

the Court with the following: 

a) an update on the status of the APA and financial position of the Buyer and the 

Monitor’s conclusions and recommendations in respect of same;  
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b) an update regarding the Buyer’s breaches of confidentiality as detailed in the 

Monitor’s sixth report to the Court dated October 22, 2018 (the “Sixth Report”);  

c) the basis to approve a revised SSP (the “Revised SSP”) in the event the 

Transaction under the APA does not close on or before November 16, 2018; and 

d) the basis for an extension of the stay of proceedings (the “Stay Period”) to 

January 30, 2019. 

ARTICLE 3 

3.0 TERMS OF REFERENCE 

3.1 In preparing the Seventh Report, the Monitor has relied upon unaudited financial 

information of Dundee’s books and records, certain financial information prepared by Dundee 

and discussions with Dundee’s current management (“Management”). 

3.2 Except as described in the Seventh Report:  

a) The Monitor has not audited, reviewed or otherwise attempted to verify the 

accuracy or completeness of the information provided to it by Management in a 

manner that would comply with Generally Accepted Assurance Standards 

pursuant to the Chartered Professional Accountants of Canada Handbook; and  

b) The Monitor has not examined or reviewed financial forecasts and projections 

referred to in the Seventh Report in a manner that would comply with the 

procedures described in the Chartered Professional Accountants of Canada 

Handbook.  
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3.3 Future oriented financial information reported or relied on in preparing the Seventh 

Report is based on Management’s assumptions regarding future events; actual results may vary 

from forecast and such variations may be material. 

3.4 The Monitor has assumed the integrity and truthfulness of the information and 

explanations presented to it by Management. The Monitor has not independently audited, 

reviewed, or otherwise attempted to verify the accuracy or completeness of such information. 

Accordingly, the Monitor expresses no opinion or other form of assurance with respect to the 

information contained in the Seventh Report. The Monitor assumes no responsibility or liability 

for any loss or damage incurred by or caused to any person or entity as a result of the circulation, 

publication, re-production or use of or reliance upon this Seventh Report or for any use which 

any person or entity makes of the Seventh Report, or any reliance on or a decision made based 

upon the Seventh Report, other than for the express purposes as set out in this Sixth Report. 

3.5 Unless otherwise stated, all monetary amounts contained herein are expressed in 

Canadian Dollars. Capitalized terms not otherwise defined herein have the meanings defined in 

the APA or Initial Order, as applicable.  

3.6 A copy of the Seventh Report and all other Court materials, orders and endorsements 

issued in these proceedings are, and will be, available on the Monitor’s website at: 

http://cfcanada.fticonsulting.com/Dundee/ (the “Monitor’s Website”). 

ARTICLE 4 

4.0 BACKGROUND AND UPDATE ON DUNDEE’S OPERATIONS  

4.1 DELP is a limited partnership created pursuant to the Limited Partnerships Act (Ontario). 

DELP operates drilling and wellsite services in Ontario. It holds on-shore and off-shore oil and 
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natural gas producing assets, such as wells, drill and service barges, supply boats and a rotary 

drilling rig.  

4.2 DOGL is a company incorporated in Ontario and is the general partner of DELP. 

Although DOGL holds legal title to certain assets on behalf of DELP, DOGL’s only asset is its 

interest in DELP.  

4.3 Dundee’s on-shore and off-shore wells (the “Wells”) are located on leased lands and each 

lease is tied to one or more Property Index Numbers. Dundee has the ability to access and 

operate the Wells pursuant to various leasing agreements (ranging from exploration rights, 

royalty arrangements, easements, etc.) (collectively, the “Leases”). There are in excess of 1,800 

Leases in total. Dundee maintains an internal registry which monitors and records the Wells and 

Leases and any amounts owing thereunder. 

4.4 DELP’s primary lender and secured creditor is the Lender. Pursuant to the Initial Order, 

the Lender is unaffected by the stay of proceedings in the CCAA proceedings except for 

requiring leave to enforce its security.  

4.5 Since the date of the Sixth Report, the Monitor has continued to work closely with 

Management and has monitored Dundee’s business operations. The Debtors and Management 

have assisted the Monitor with preparing for Closing of the Transaction and have continued to 

report to the Lender as required pursuant to the Credit Agreement and the Forbearance 

Agreement.  

4.6 Management has advised the Monitor that Dundee has continued with its environmental 

programs in the ordinary course since the Filing Date.   
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ARTICLE 5 

5.0 FOURTH APA AMENDING AGREEMENT 

5.1 Pursuant to the Fourth APA Amending Agreement, a copy of which is attached hereto as 

Appendix “G”, Dundee and the Buyer agreed that:   

a) the outside date for Closing under the APA shall be extended to November 16, 

2018; 

b) in consideration of Dundee agreeing to extend the outside date for Closing, the 

Buyer shall pay to Dundee (i) a non-refundable extension fee in the amount of 

$900,000, which will be credited toward the Purchase Price upon Closing; and (ii) 

a non-refundable fee in the amount of $225,000 in partial satisfaction of the legal 

fees and disbursements of Dundee and its counsel, the Monitor and its counsel 

and the Lender and its counsel, incurred in connection with the extension of the 

outside date for Closing; 

c) the amendments set forth in the Fourth APA Amending Agreement do not 

constitute a waiver by Dundee or the Monitor of the breach by the Buyer, or any 

party related thereto, of its confidentiality obligations as set out in the APA, SSP 

or the Non-Disclosure Agreement between ON-Energy Corp. and DELP dated 

September 15, 2017 (the “ON-Energy NDA”); and 

d) there is no agreement or obligation to further extend the outside date for Closing 

beyond November 16, 2018 and the Buyer will not request any further extensions.  
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5.2 Dundee and the Buyer are currently negotiating the terms of a fifth amendment to the 

APA which will replace Schedule “B” attached to the APA with a revised list of the Assumed 

Contracts, which includes all of the Leases. As described below, in order to prepare the 

Transferred Leases Orders, Discharge Order and Surrendered Leases Order (as each term is 

defined below), Dundee and the Buyer have engaged third party consulting companies to review 

and schedule each of Dundee’s Leases that are to be transferred to the Buyer upon Closing of the 

Transaction. Accordingly, given that Dundee currently has an accurate listing of the Leases and 

certain Leases have been surrendered since the original date of the APA (and the date Schedule 

“B” was originally prepared), the Parties have agreed to update Schedule “B” to the APA.  

ARTICLE 6 

6.0 STATUS OF FINANCING FOR PURCHASE PRICE UNDER APA 

6.1 As described in the fifth report of the Monitor dated October 9, 2018 (the “Fifth 

Report”) and the Sixth Report, the Second Supplementary Affidavit of Jane Lowrie dated 

September 26, 2018 (the “September Lowrie Affidavit”), indicated that following closing of 

the Transaction under the APA, the Buyer intended to transfer certain of the on-shore assets and 

Wells to Forbes Resources Corp. (“Forbes”).  The September Lowrie Affidavit indicated that the 

Buyer and Forbes had arranged financing for part of the Purchase Price under the APA from 

PACE Savings and Credit Union Limited (“PACE”).  The Deposit Insurance Corporation of 

Ontario (the “Administrator”) was appointed as the Administrator of Pace on September 28, 

2018. The Monitor understands that the Administrator has confirmed to the Buyer that PACE 

will not provide funding to the Buyer.  
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6.2 The Buyer has been actively seeking alternative financing from other potential lenders 

and/or investors. On November 1, 2018, the Buyer entered into a Loan Agreement (the “New 

Lender Loan Agreement”) with a new lender (the “New Lender”). Pursuant to the New Lender 

Loan Agreement, the New Lender will provide replacement financing for part of the funding of 

the Purchase Price which was to have been provided by PACE. Unlike the financing 

commitments from PACE, the New Lender Loan Agreement does not contemplate or require the 

division of Dundee’s on-shore and off-shore assets.  Accordingly, the Purchased Assets will be 

conveyed to only Lagasco on Closing.  The Monitor will provide a further update to the Court 

regarding the status of this financing at the motion scheduled for November 14, 2018. 

6.3 The Buyer has advised that, in addition to the financing from the New Lender, the Buyer 

will finance the Purchase Price through (i) a shareholder loan in the amount of $5.5 million from 

Clearbeach Resources Inc. (“Clearbeach”), which will be advanced to Clearbeach by Crich 

Holdings and Buildings Limited (“Crich”); (ii) a shareholder loan in the amount of $3 million 

from Clearbeach; and (iii) $2.6 million from certain individual investors who will subscribe for 

participation in a promissory note.  The Monitor has been advised that the funds necessary to pay 

the Purchase Price are or will be held in trust by the Buyer’s counsel and will be available to 

complete the Transaction by November 16, 2018.  

ARTICLE 7 

7.0 STATUS OF REVISED CASH FLOW FORECAST 

7.1 Section 11.3(3) of the CCAA sets out a non-exhaustive list of factors to be considered by 

the Court in deciding whether to make an order assigning the rights and obligations of a debtor 

company under an agreement to a third party.   
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7.2 In the Monitor’s Third Report to the Court dated May 9, 2018, the Monitor indicated that 

the factors set out in section 11.3(3) of the CCAA had been met for the following reasons: 

a) to the best of the Monitor’s knowledge: (i) none of the Assigned Contracts is a 

collective agreement as contemplated by section 11.3(2) of the CCAA; (ii) none 

of the Assigned Contracts is an agreement entered into after the Filing Date, 

although certain of the Leases have been renewed in accordance with their terms 

after the Filing Date; and (iii) other than three Assigned Trade Contracts that, by 

their terms, purport to be eligible financial contracts, none of the Assigned 

Contracts is an eligible financial contract as contemplated by section 11.3(2) of 

the CCAA; 

b) the Buyer has agreed to pay the Cure Costs, as set out in the Debtors’ books and 

records, arising under the Assigned Contracts. Such amounts will be paid to the 

Monitor who will then disburse the Cure Costs promptly after Closing; 

c) a representative of the Buyer would be swearing an affidavit demonstrating the 

Buyer’s ability to perform the obligations arising under the Assigned Contracts;  

d) the Monitor approved the proposed assignment of the Assigned Contracts to the 

Buyer. Approval of the Transaction is in the best interest of Dundee’s 

stakeholders and Court approval of the assignment of the Assigned Contracts to 

the Buyer is a condition of the APA; and 

e) it is a requirement of the Transaction that all Assigned Contracts be assigned to 

the Buyer.  Notice of the proposed order pursuant to CCAA Section 11.3(3) was 
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provided to all counterparties to the Assigned Contracts pursuant to the 

Assignment and Distribution Notice, Newspaper Notice, Trade Contract 

Assignment Notice (as each term was defined in the Third Report), and/or by 

actual service. Given that the Monitor concluded that the Transaction is in the best 

interests of the Debtors’ stakeholders and that there is no prejudice to any of the 

counterparties to the Assigned Contracts as a result of the proposed assignment of 

the Assigned Contracts, the Monitor determined that it was appropriate to assign 

the rights and obligations arising under the Assigned Contracts to the Buyer. 

7.3 As set out in the Reasons for Decision of Justice Dunphy dated June 13, 2018 (the “June 

Reasons”), the Court required additional evidence to determine if the Buyer would be “able to 

perform the obligations” under the Assigned Contracts.  That evidence was provided pursuant to 

the Supplementary Affidavit of Jane Lowrie dated June 5, 2018, which included as an exhibit a 

post-Closing cash flow forecast for the Buyer for the period ending 2032 (the “June Forecast”). 

7.4 As set out in the June Reasons, the Court determined that the Buyer would be “able to 

perform the obligations” under the Assigned Contracts for the following reasons: 

a) cash flow from Dundee’s operations has been quite solid—Dundee’s insolvency 

has not been a result of operating losses; 

b) the revenue and operating expenses under the June Forecast were based on the 

reserve report prepared by Deloitte for Dundee pursuant to National Instrument 

51.01, which means at the very least that they have been prepared to reviewable 

standards of reasonableness.  The Court found that there was a reasonable basis 
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to conclude that the cash flow from the acquired assets will sustain operations and 

the acquisition debt, although the Court noted that it will be some time before an 

equity cushion is built; 

c) the Buyer has a plan to reduce G&A and operating costs to provide a further 

margin of safety and a level of institutional experience to make such a plan  

credible; 

d) the environmental risk is mitigated somewhat by the fact that Ontario's regulatory 

model operates on a "pay as you play" basis requiring the building of reserves to 

handle capping costs as wells move past their expected lives. Dundee has had no 

trouble in the past funding capping expenses from operations and these expenses 

are accounted for in the June Forecast; and 

e) assignment of the Off-shore leases is subject to MNRF’s approval and no lessors 

under the On-shore Leases objected to the proposed assignments despite adequate 

notice being given. 

7.5 The Buyer has prepared and delivered to the Monitor on November 12, 2018 a revised 

cash flow forecast (the “November Forecast”).  The Monitor understands that the November 

Forecast will be appended to a further affidavit of Ms. Lowrie to be filed with the Court. The 

Monitor reviewed prior drafts of the November Forecast, identified to the Buyer certain issues 

regarding some of the assumptions underlying same and requested additional information and 

documentation from the Buyer in order to assess the reasonableness of the earlier drafts of the 

November Forecast.  
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7.6 The Monitor has reviewed the November Forecast in order to assess the Buyer’s ability to 

perform the obligations under the Assigned Contracts, in particular with reference to the factors 

identified by Justice Dunphy in the June Reasons.  The Monitor has the following comments 

with respect to the November Forecast: 

a) Revenue: Dundee’s cash flow from operations has met expectations and Dundee’s 

operations remain profitable prior to debt service.  Deloitte issues quarterly 

updates to its pricing forecast to reflect changes in the forecast price of oil and 

gas.  The projected revenue under the November Forecast differs from that 

included in the June Forecast because it is based on the update to the Deloitte 

pricing forecast issued on September 30, 2018, and is therefore as current as 

possible.  The November Forecast projects that the cash flow from the Purchased 

Assets will sustain operations and the acquisition debt, although, as was the case 

with the June Forecast, it will be some time before an equity cushion is built; 

b) Additional Revenue: Although not reflected in the November Forecast, the Buyer 

has identified to the Monitor certain additional sources of revenue, including from 

the sale of surplus equipment and potential supply contracts at rates superior to 

the oil and gas pricing included in the Deloitte reserve report.  There is therefore 

the possibility of additional revenue to offset any declines in projected revenue or 

unanticipated expenses; 

c) G&A Costs:  As compared to the June Forecast, G&A costs in the November 

Forecast have declined by the aggregate amount of $316,000 from 2019 to 2024.  

The Monitor has been advised by the Buyer that this reduction is attributable to 
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payroll savings realized through the retainer of fewer employees on a contract 

basis than assumed under the June Forecast; 

d) Operating Costs: Management has advised the Monitor that the operating costs 

contained in the Deloitte reserve report are lower than the costs historically 

incurred by Dundee.  The Buyer has advised the Monitor that it is confident that 

its operating costs will be lower than Dundee’s due to lower payroll costs and the 

ability to obtain cost savings through the provision of services from related 

entities forming part of an integrated oil and gas operation; 

e) Income Taxes:  The June Forecast did not provide for the payment of income 

taxes since the Deloitte reserve report was prepared on the assumption that 

Dundee would not be in a net tax payable position at any point.  The Monitor 

retained a tax advisor to review the income taxes payable by the Buyer over the 

life of the Forecast.  The Monitor has been advised that there is a risk that income 

taxes may be higher than in the November Forecast, particularly in the first four 

years.  However, it appears that the Buyer will have more than enough surplus 

cash to fund any additional income taxes; 

f) Additional Mineral Lease Expenses:  The June Forecast did not include any 

payments on account of mineral leases as these costs are excluded from the 

Deloitte reserve report.  However, at the request of the Monitor, the Buyer has 

agreed to include additional On-shore and Off-shore Lease costs of approximately 

$520,000 annually; 
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g) Additional Barge Expenses:  The June Forecast did not include required 

inspection costs for Dundee’s barges as these costs are excluded from the Deloitte 

reserve report.  However, at the request of the Monitor, the Buyer has agreed to 

include additional barge costs of approximately $400,000 over a 12 month period 

every five years; 

h) Wells transferred to Clearbeach:  Ms. Lowrie’s June 5, 2018 affidavit states that 

the Buyer operates 59 wells.  The June Forecast was prepared solely with 

reference to the Purchased Assets and did not include any revenue or expenses 

associated with these 59 wells.  The Monitor understands that the economic 

interest in the wells has been transferred to Clearbeach, with the result that 

Clearbeach will receive all revenue and be liable to pay all expenses with respect 

to such wells.  However, since the licences to operate these wells remain with the 

Buyer, the Buyer is also liable with Clearbeach for all plugging and abandonment 

obligations with respect to such wells.  The Monitor has reviewed Clearbeach’s 

balance sheet as at September 30, 2018 and reserve reports as at December 31, 

2017 with respect to 33 of the 59 transferred wells.  These reserve reports confirm 

that the transferred wells are projected to generate sufficient cash flow to fund all 

such plugging and abandonment liabilities.  The Buyer has also confirmed that 

these wells are shallower than Dundee’s wells and the average abandonment costs 

for these wells are therefore less than the abandonment costs for Dundee’s wells. 

Based on the foregoing, it appears reasonable that Clearbeach will be able to fund 

the plugging and abandonment costs associated with these wells.  However, if that 
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is not the case, the November Forecast confirms that the Buyer will still have 

sufficient cash available to fund such costs if necessary; 

i) Financing Terms:  The Monitor has reviewed source documentation setting out 

the terms of the various sources of financing to be utilized by the Buyer to fund 

the Purchase Price.  The Monitor is satisfied that the November Forecast reflects 

the repayment terms of such financing, subject to the Monitor reviewing and 

being satisfied with the terms of an amendment to the New Lender Loan 

Agreement currently being finalized by the New Lender and the Buyer ; 

j) No objections received: No lessor has objected to the assignment to the Buyer of 

its On-shore Lease pursuant to section 11.3 of the CCAA.  Although Mr. Whittle 

continues to object to the Transaction, none of the Whittle Leases are subject to 

assignment under section 11.3 of the CCAA.  

7.7 In the Monitor’s view, the November Forecast is a reasonable projection of the Buyer’s 

future financial performance for the purpose of determining if the Buyer will be able to perform 

the obligations under the On-shore Leases and other Assigned Contracts as required by section 

11.3(3) of the CCAA.  Although the November Forecast does not project that the cumulative 

surplus cash will be as high as the amounts projected under the June Forecast, the November 

Forecast nevertheless provides a reasonable basis to conclude that the Buyer will be able to 

perform the obligations under the Assigned Contracts.  
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ARTICLE 8 

8.0 UNAUTHORIZED DISCLOSURE OF CONFIDENTIAL INFORMATION 

8.1 Pursuant to the SSP, at the request of a Qualified Bidder (as defined in the SSP), its legal 

and financial advisors and lenders may be granted access to due diligence materials and 

information provided that, in each case, such advisor or lender is reasonably acceptable to the 

Monitor and has executed or is bound by the non-disclosure agreement applicable to the 

Qualified Bidder.  As described in the Sixth Report, pursuant to the SSP, ON-Energy Corp., an 

entity affiliated with the Buyer, entered into the ON-Energy NDA in order to receive certain 

confidential information regarding Dundee, including, without limitation, the Confidential 

Information Memorandum (as defined in the SSP) prepared by the Monitor.  

8.2 Pursuant to section 15.1 of the APA, the Buyer, on behalf of itself and its Affiliates and 

Representatives, agreed to keep the Debtors’ Confidential Information confidential and not to 

use the Debtors’ Confidential Information in any manner except as required to perform the 

obligations set out in the APA.   

8.3 As further described in the Sixth Report, on October 12, 2018, the Monitor’s counsel was 

advised that certain documents containing Confidential Information (as defined in the APA and 

ON-Energy NDA) (collectively, the “Confidential Documents”) had been distributed to a third 

party without first obtaining a non-disclosure agreement from that party.  Among other things, 

the Confidential Documents contained a version of the Monitor’s Confidential Information 

Memorandum (the “FTI CIM”), modified without the Monitor’s consent to include the name 

and logo of the Buyer and the Buyer’s financial advisor (the “FA”), on the first page of that 
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document (as modified, the “FA CIM”).  The FA was retained by the Buyer in May 2018 to 

source financing for the Purchase Price under the APA. 

8.4 By letter from the Monitor’s counsel to the Buyer’s counsel dated October 15, 2018 (the 

“October 15 Letter”), the Monitor required, among other things, that the Buyer (a) immediately 

provide the Monitor with a list of every party that received the Confidential Documents; and (b) 

prepare and deliver a letter to each of those parties setting out certain information, including 

advising the recipient that the Confidential Documents provided to that party were subject to a 

confidentiality restriction and requesting the immediate return of the Confidential Documents to 

the Monitor with no copies being retained by such party.   

8.5 The Buyer advised the Monitor that information regarding the Transaction was delivered 

to six institutional lenders/investors as well as one individual on behalf of a group of five 

individual investors (collectively, the “Recipients”).  During the evening of October 15, 2018, 

counsel to the Buyer advised each of the Recipients by email that the Buyer had inadvertently 

provided the Recipient with confidential information regarding Dundee and the Transaction and 

reiterated the Monitor’s requirements with respect to such confidential information as set out in 

the October 15 Letter. 

8.6 The Buyer or its counsel has advised the Monitor that on or about October 5, 2018, the 

Buyer established its own data room (the “Lagasco Data Room”) for prospective lenders or 

investors and that the Recipients were the only parties granted access to the Lagasco Data Room. 

The Buyer has also advised that the Lagasco Data Room was shut down on October 15, 2018. 
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8.7  The Monitor understands that the Lagasco Data Room contained each of the 

Confidential Documents other than the FA CIM.  The FTI CIM was included in the Lagasco 

Data Room.  Neither the Monitor nor Dundee were made aware of the Lagasco Data Room and 

the Buyer did not request Dundee’s or the Monitor’s consent to disclosure to the Recipients of 

the Confidential Documents or the FTI CIM.  As far as the Monitor is aware, none of the 

Recipients executed a NDA with the Buyer in order to gain access to the Lagasco Data Room, 

although two of the institutional Recipients had executed a NDA with the Monitor as part of 

Phase 1 of the SSP.  

8.8 Counsel to the Buyer has confirmed that it has received responses to the original email 

and follow up communications to the Recipients as follows:  

(i) one institutional Recipient received from the Buyer or was granted access 

through the Lagasco Data Room to all of the Confidential Documents 

(other than the FA CIM) as well as the FTI CIM.  The Buyer advises that 

this Recipient is a financial advisor retained to assist in sourcing financing 

and has not disclosed any of the Confidential Documents to any other 

party;  

(ii) the group of five individual investors received from the Buyer or was 

granted access through the Lagasco Data Room to all of the Confidential 

Documents (other than the FA CIM) as well as the FTI CIM.  Three of 

those Recipients have confirmed that they have deleted all of the 

Confidential Documents, no copies have been retained and none of the 

Confidential Documents were disclosed to any other party.  One of the 
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individuals has confirmed that the Confidential Documents have been 

destroyed and no copies retained, but that individual has not yet confirmed 

that none of the Confidential Documents were disclosed to any other 

party.  Although the Buyer or its counsel has made repeated attempts to 

contact the remaining individual, that person has still not responded to 

those inquiries; 

(iii) four of the institutional Recipients received only one or two of the 

Confidential Documents (not including the FTI CIM) from the Buyer or 

through access to the Lagasco Data Room.  All of those Recipients have 

now confirmed that each Confidential Document it received has been 

deleted from its system and no copy retained and that none of the 

Confidential Documents or the Confidential Information contained therein 

has been disclosed to any other party; and 

(iv) the New Lender was granted access to, but did not actually access the 

Lagasco Data Room.  The Monitor notes that this party is subject to an 

existing NDA with Dundee which was executed pursuant to Phase 1 of the 

SSP and, since the date of the Sixth Report, the Buyer and the New Lender 

have entered into a non-disclosure agreement on terms acceptable to the 

Monitor. 

8.9 Since the date of the Sixth Report, the Monitor repeated its request that the Buyer obtain 

from the FA a list of all parties that received from the FA any Confidential Information, 

including any of the Confidential Documents, as well as copies of the applicable non-disclosure 
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agreements with the FA. The Buyer obtained from the FA and has provided to the Monitor, on a 

confidential basis, the list of all parties currently known to the FA to have accessed the data room 

established by the FA which contained certain Confidential Information (the “FA Data Room”).  

The Monitor has been advised by the Buyer that it understood that all parties that received 

Confidential Information from the FA either executed a non-disclosure agreement with the FA or 

otherwise agreed to keep such information confidential.  At the Monitor’s request, the Buyer has 

asked that the FA provide copies of those non-disclosure agreements, but no agreements have 

been received to date.  

8.10 The Buyer has also advised the Monitor that the FA has asked all parties that received 

Confidential Information from the FA to destroy same.  

8.11 The Buyer has co-operated with the Monitor and worked diligently to address the 

disclosure of the Confidential Documents.  However, the Monitor still has significant concerns 

regarding the impact of such disclosure on both the conduct of the SSP and the ability to 

remarket the Purchased Assets in the event the APA is terminated.  

8.12 The Monitor continues to discuss with the Buyer the manner in which this breach of 

confidentiality will be addressed in the event the Transaction Closes and will provide a further 

update to the Court prior to or at the hearing of the motion on November 14, 2018.  

8.13 The Monitor notes that Dundee reserves its rights and remedies under the APA in 

connection with the breaches of confidentiality by the Buyer in the event the Transaction does 

not close, including the right to retain the Deposit pursuant to the APA.  



22 

 
ARTICLE 9 

9.0 TRANSFER OF WELL LICENSES 

9.1 The Ministry of Natural Resources and Forestry (“MNRF”) has reviewed draft versions 

of the November Forecast and has provided comments and inquiries to the Buyer. The Monitor 

understands that, as of the date of this Seventh Report, the MNRF requires responses to some of 

its inquiries and additional information from the Buyer, in order to determine if it will approve 

the transfer of the Well Licenses and Off-shore Leases to the Buyer. 

ARTICLE 10 

10.0 DIRECTIONS TO APPLICABLE LAND REGISTRY OFFICES AND/OR LAND 

TITLES OFFICES 

Transferred Leases 

10.1 Pursuant to the Approval and Vesting Order, upon Closing, the Leases will be assigned to 

the Buyer. Dundee is seeking an order (the “Transferred Leases (On-shore) Order”) directing 

each applicable Land Registry Office and/or Land Titles Office to, upon the registration of an 

Application to Amend Based on Court Order, enter the Buyer as the lessee under each of the 

Leases under which the MNRF is not the lessor (the “On-shore Leases”) in place and stead of 

Dundee. Given the extensive number of On-shore Leases, the Transferred Leases (On-shore) 

Order permits the Parties to, upon or after Closing, transfer title to the On-shore Leases from 

Dundee to the Buyer without manually registering each On-shore Lease transfer.   

10.2 Similarly, subject to MNRF’s required consent being obtained, Dundee is also seeking an 

order (the “Transferred Leases (Off-shore) Order” and together with the Transferred Leases 

(Off-shore) Order, the “Transferred Leases Orders”) directing each applicable Land Registry 
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Office and/or Land Titles Office to, upon the registration of an Application to Amend Based on 

Court Order, enter the Buyer as the lessee under each of the Leases under which the MNRF is 

the lessor (the “Off-shore Leases”) in place and stead of Dundee. Given the extensive number of 

Off-shore Leases, the Transferred Leases (Off-shore) Order permits the Parties to, upon or after 

Closing, transfer title to the Off-shore Leases from Dundee to the Buyer without manually 

registering each Off-shore Lease transfer. 

10.3   Given that the MNRF Leases were not assigned under the Approval and Vesting Order, 

the consent of the MNRF is required to assign the MNRF Leases from Dundee to the Buyer.  

10.4 The schedules to the Transferred Leases Orders are each separated by applicable Land 

Registry Office and/or Land Titles Office and list all applicable On-shore Leases or Off-shore 

Leases that are transferred to the Buyer upon Closing. The schedules to the Transferred Leases 

Orders were prepared by Elexco Ltd., a third party consulting company engaged by Dundee, and 

have been reviewed and approved by each of Dundee and the Buyer and, with respect to the Off-

shore Leases, the MNRF.  

Discharge Order 

10.5 It would be costly and time consuming to require the Lender, or either of the Parties, to 

manually discharge the Lender’s registrations in respect of the Leases upon Closing. 

Accordingly, Dundee is additionally seeking an order (the “Discharge Order”) directing each 

applicable Land Registry Office and/or Land Titles Office to, upon the registration of an 

Application to Amend Based on Court Order, delete and discharge from title to the freehold 
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properties against which notices of the Leases and related instruments are registered all of the 

instruments registered in favour of the Lender in connection with the Leases. 

10.6 The schedules to the Discharge Order were prepared by Elexco Ltd. and have been 

reviewed and approved by each of the Lender, Dundee and the Buyer.  

Surrendered Leases 

10.7 The Monitor has been made aware of in excess of 300 leases that do not form part of the 

Purchased Assets which Dundee has previously surrendered (collectively, the “Surrendered 

Leases”).  The Surrendered Leases and related instruments evidencing and relating to Dundee’s 

leasehold interest in the Surrendered Leases, along with the related registered instruments in 

favour of the Lender, remain on title to the properties subject to the Surrendered Leases.   

10.8 Accordingly, Dundee is seeking an order (the “Surrendered Leases Order”) directing 

each applicable Land Registry Office and/or Land Titles Office to, upon the registration of an 

Application to Amend Based on Court Order, delete and discharge from title to the freehold 

properties against which Leases have been surrendered all of the instruments registered in favour 

of the Lender and Dundee in connection with such Surrendered Leases. 

10.9 In the Monitor’s view, and in consultation with Dundee and the Lender, the Surrendered 

Leases Order is the most efficient way to delete and expunge the Surrendered Leases and the 

registered instruments in favour of the Lender relating to the Surrendered Leases.  
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10.10 The schedules to the Surrendered Leases Order were prepared by ELS and Company, a 

third party consultant engaged by Dundee, and have been reviewed and approved by each of 

Dundee, the Buyer and the Lender.  

ARTICLE 11 
 

11.0 SALE PROCESS 

11.1 Pursuant to the October 24 Reasons, the Monitor has prepared the Revised SSP in the 

event that the Transaction under the APA does not close on or before November 16, 2018.  The 

Monitor is currently reviewing the Revised SSP with the Lender and Dundee and further changes 

may follow those consultations.  The Revised SSP is attached hereto as Appendix “H”. 

11.2 The Revised SSP largely follows the terms and process established under the SSP, but 

now provides for a single phase sale and solicitation process. The Monitor has established 

January 11, 2019 as the deadline date for the submission of binding offers to purchase the 

Property.  

ARTICLE 12 

12.0 CASH FLOW RESULTS RELATIVE TO FORECAST 

Cash Flow Results and Variances 

12.1 Cash receipts and disbursements since the Fourth Report for the seven-week period ended 

November 2, 2018 (the “Reporting Period”) as compared to the cash flow forecast filed in the 

Fourth Report (the “September Cash Flow Forecast”) are presented in the table below: 
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Actual Forecast Variance
Oil 2,380                           2,391                           (11)                               
Gas 2,863                           2,824                           39                                 
Other 1,206                           -                               1,206                           

Total Collections 6,449                           5,215                           1,234                           

Operating Expenses
Production Expenditures (913)                             (1,175)                          262                              
Landowner Disbursements (720)                             (704)                             (16)                               
Abandonment Costs (58)                               (199)                             141                              

Total Operating Expense Disbursements (1,691)                          (2,079)                          388                              

Payroll/Other Expenses
Payroll (623)                          (669)                          46                              
G&A (93)                            (124)                          31                              
Interest & Financing Fees (681)                             (700)                             19                                 
Realized Risk Mgmt. Gain / (Loss) -                               -                               -                               
Restructuring Expenses (12)                               (500)                             488                              

Total Payroll/Other Expense Disbursements (1,409)                          (1,993)                          584                              

Net Cash Flow 3,349                           1,144                           2,205                           

Opening Credit Facility Balance(2) (56,219)                       (57,476)                       
Bridge(3) -                               1,278                           
Change in Credit Facility Balance 3,349                           1,144                           

Closing Credit Facility Balance (52,870)                       (55,054)                       
Bank Line Limit(4) (57,000)                       (57,000)                       

Bank Line Availability 4,130                           1,946                           2,184                           

Note 1

Note 2

Note 3

Note 4
As at November 2, 2018, Dundee applied $0.9M of Extension Fees received in accordance with the Third APA Amending 
Agreement and Fourth APA Amending Agreement to its credit facility and the Lender has correspondingly reduced the total 
credit available (exclusive of the MasterCard) to Dundee from $57.9M to $57.0M. The final instalment of Extension Fees in 
accordance with the Fourth APA Amending Agreement was due and paid on November 9, 2018 and is therefore not reflected 
above.

Dundee Energy Limited Partnership and Dundee Oil & Gas Limited
Schedule of Actual Receipts and Disbursements Compared to the September Cash Flow Forecast(1)

For the Seven-Week Period Ended November 2, 2018
($000's CAD)

Readers are cautioned to read the Terms of Reference as set out in paragragh 3 in the Seventh Report.

Opening Credit Facility Balance includes $56.2M credit facility balance net of cash on deposit of $0.9M and outstanding 
cheques in the amount of $0.9M. Dundee is able to access cash resources up to its Bank Line Limit.

Adjustment for timing differences for forecast results between the intervening period of the May and September Cash Flow
Forecasts.
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12.2 During the Reporting Period, Dundee’s total cash receipts in the amount of $6.5 million 

were approximately $1.2 million higher than forecast primarily due to collections related to 

payments from the Buyer for Extension Fees and Professional Cost Fees in accordance with the 

terms of the Third APA Amending Agreement and the Fourth APA Amending Agreement. 

12.3 Dundee’s total disbursements in the amount of $3.1 million during the Reporting Period 

were approximately $1.0 million lower than projected in the May Cash Flow Forecast. 

Management attributes the variance primarily due to (i) timing of disbursements for professional 

fees; (ii) timing of abandonment expense disbursements due to unsatisfactory weather 

conditions; and (iii) lower production expenditures than forecast due to timing and permanent 

differences in the normal course of business. 

Credit Facility 

12.4 As at November 2, 2018 the amount outstanding under the Credit Facility net of cash on 

deposit (the “Credit Facility Balance”) was $52.9 million, which is approximately $2.2 million 

lower than forecast due to the comments noted above. Since the date of the Sale Process Order, 

the Lender has advanced approximately $12.9 million to DELP, which such amounts are secured 

by the DIP Charge and/or CCAA DIP Charge, as applicable. Further, since the date of the Sale 

Process Order, DELP has repaid $15.3 million owing under the Credit Facility from post-filing 

receipts.  

ARTICLE 13 

13.0 CASH FLOW FORECAST UPDATE 

13.1 The Debtors have prepared (i) a cash flow in the event that the Transaction does not close 

prior to November 16, 2018 (“Cash Flow Forecast A”); and (ii) a cash flow in the event that the 
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Transaction does close on or before November 16, 2018 (“Cash Flow Forecast B” and together 

with Cash Flow Forecast A, the “Cash Flow Forecasts”), each for the period ending January 30, 

2019 (the “Cash Flow Period”). Cash Flow Forecast A is attached as Appendix “I” hereto and 

Cash Flow Forecast B is attached as Appendix “J” hereto.  

13.2 The Cash Flow Forecasts are presented on a weekly basis during the Cash Flow Period 

and represent Management’s estimate of the projected cash flow during the Cash Flow Period 

using the probable and hypothetical assumptions set out in the notes to the Cash Flow Forecasts 

(collectively, the “Cash Flow Assumptions”). 

13.3 The Monitor has reviewed the Cash Flow Forecasts to the standard required of a Court-

appointed Monitor by s. 23(1)(b) of the CCAA, which requires the Monitor to review the 

debtor’s cash flow statement as to its reasonableness and report on the reasonableness of the cash 

flow statement to the Court. Pursuant to this standard, the Monitor’s review of the Cash Flow 

Forecasts consisted of inquiries, analytical procedures and discussions related to information 

supplied to it by certain key members of Management and employees of Dundee. The Monitor 

reviewed information provided by Management for the Cash Flow Assumptions.  

13.4 Cash Flow Forecast A indicates that Dundee will, if Closing does not occur, have 

sufficient liquidity to operate the Business as a going concern during the Stay Period and the 

Cash Flow Period. The projected Credit Facility Balance as at February 1, 2019 will be $53.7 

million, which is a decrease of $1.0 million from the closing Credit Facility Balance as at 

November 16, 2018 of $54.7 million. The decrease in the Credit Facility Balance during the 

Cash Flow Period is mainly due to the Debtors’ seasonal operations, as cash disbursements 

reduce due to colder weather conditions and therefore the Debtors operating and abandonment 
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related expenses are primarily focused on On-shore wells. Cash Flow Forecast A projects 

collections during the Cash Flow Period of $7.0 million primarily related to oil and natural gas 

sales with the largest disbursements during the Cash Flow Period related to restructuring 

disbursements of $2.5 million primarily due to timing of payment of invoices and disbursements 

related to operating expenses in the normal course of $1.9 million. Cash Flow Forecast B 

indicates that if Closing does occur, the Monitor and Dundee will have sufficient funds in the 

Professional Fee Reserve (as defined in the Approval and Vesting Order) to wind down 

Dundee’s operations, fund obligations related to the pre-Closing period that are anticipated to be 

settled post-Closing and to complete administration of the Debtors’ estates. 

13.5 The Cash Flow Forecasts have been prepared solely for the purpose described above and 

readers are cautioned that it may not be appropriate for other purposes. 

ARTICLE 14 

14.0 EXTENSION OF THE STAY PERIOD 

14.1 The Stay Period is set to expire on November 30, 2018. The Debtors are seeking an 

extension of the Stay Period to January 30, 2019.  

14.2 The Monitor supports extending the Stay Period to January 30, 2019 for the following 

reasons:  

a) extending the Stay Period is required to enable Dundee to (i) complete the 

administration of the Debtors’ estates subsequent to Closing of the Transaction; or 

(ii) if Closing does not occur, pursue an alternate sale of their assets; 
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b) it is forecasted that the Debtors (i) have sufficient liquidity to continue operating 

in the ordinary course of business during the requested Stay Period if Closing 

does not occur; and (ii) have sufficient funds in the Professional Fee Reserve to 

complete the administration of their estates if Closing does occur;  

c) no creditor would be materially prejudiced by the extension of the Stay Period; 

d) the Lender supports the extension of the Stay Period; and 

e) the Debtors have acted in good faith and with due diligence in these CCAA 

proceedings since the Initial Order. 

ARTICLE 15 

15.0 MONITOR’S CONCLUSIONS AND RECOMMENDATIONS 

15.1 As noted above, the November Forecast is in the Monitor’s view a reasonable projection 

of the Buyer’s future financial performance.  Although it continues to be the case that it will be 

several years before an equity cushion is built, the November Forecast provides a reasonable 

basis to conclude that the Buyer will be able to perform the obligations under the Assigned 

Contracts.  

15.2 Although the Monitor continues to have significant concerns with respect to the impact 

on the SSP of the breaches of confidentiality committed by the Buyer, the Monitor recognizes 

that the Transaction remains in the best interests of Dundee’s stakeholders.  The Monitor will 

address prior to or at the hearing scheduled for November 14, 2018 its recommendation 

regarding the manner in which the breaches of confidentiality by the Buyer should be addressed 

in the event that the Transaction closes.  
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15.3 In order to ensure that there is no delay in re-marketing the Purchased Assets if 

necessary, the Monitor recommends that the Court approve the Revised SSP authorizing the 

Monitor to carry out a sale and solicitation process in the event that Closing does not occur on or 

before November 16, 2018.  

15.4 Finally, the Monitor recommends that the Court extend the Stay Period to January 30, 

2019 in order to permit the Debtors to either (i) commence the Revised SSP; or (ii) complete the 

administration of their estates in the event Closing under the APA occurs by November 16, 2018. 

  

























































































































































































































































































































































Revised Sale Solicitation Process 
Dundee Energy Limited Partnership and Dundee Oil and Gas Limited 

1. On August 15, 2017, Dundee Energy Limited Partnership and its general partner, Dundee
Oil and Gas Limited (“DOGL”) (together, the “Debtors”) filed a Notice of Intention to
Make a Proposal pursuant to the Bankruptcy and Insolvency Act (Canada) (the “NOI
Proceedings”).  FTI Consulting Canada Inc. ("FTI") was appointed as the proposal
trustee (the "Proposal Trustee") under the NOI Proceedings.

2. By order dated August 16, 2017, the Ontario Superior Court of Justice (Commercial List)
(the “Court”) approved a sale solicitation process (the “BIA SSP”) to seek proposals to
purchase some or all of the assets, undertakings and properties of the Debtors
(collectively, the "Property") and to implement one or a combination of transactions to
purchase some or all of the Property.

3. By order dated February 13, 2018, the Court continued the NOI Proceedings for DOGL
under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c.C.-36 (as amended,
“CCAA”) and appointed FTI as the Monitor (the “Monitor”) (the “CCAA
Proceedings”).

4. By order dated June 11, 2018, the Court, inter alia, approved the sale to Lagasco Inc. of
substantially all of the Debtors’ assets (the “Transaction”) pursuant to an Asset Purchase
Agreement dated April 4, 2018 (as amended, the “APA”). The parties failed to close the
Transaction prior to the outside date for Closing set out in the APA, being November 16,
2018.

5. The Debtors intend to seek an order (the “Revised SSP Order”) authorizing the Monitor
to carry out a revised sale solicitation process (the “Revised SSP”). The Revised SSP
describes the manner in which prospective bidders (a) may gain access to or continue to
have access to due diligence materials concerning the Debtors, their business and
operations (the "Business") and the Property; (b) the manner in which bidders and bids
become Qualified Bidders and Qualified Bids (as defined below), respectively; (c) the
process for the evaluation of bids received; (d) the process for the ultimate selection of a
Successful Bidder (as defined below); and (e) the process for obtaining such approvals
(including the approval of the Court) as may be necessary or appropriate in respect of a
Successful Bid.

Defined Terms 

6. All capitalized terms used in the Revised SSP and not otherwise defined  have the
meanings given to them below:

"Approval Motion" as defined in paragraph 23;

“Bid Deadline” as defined in paragraph 16.

"Business" means the business being carried on by the Debtors;

Appendix "H"



"Business Day" means a day, other than a Saturday or Sunday, on which banks are open 
for business in the City of Toronto; 

“CCAA Proceedings” as defined in paragraph 3; 

"Claims and Interests" as defined in paragraph 32; 

"Confidential Information Memorandum" as defined in paragraph 13; 

“Court” as defined in paragraph 2; 

“Data Room” as defined in paragraph 13; 

“Debtors” as defined in paragraph 1; 

“Deposit” as defined in paragraph 16(m); 

“Final Bid” as defined in paragraph 15; 

“Form of Purchase Agreement” means the form of purchase and sale agreement to be 
developed by the Monitor and provided to Qualified Bidders; 

“FTI” as defined in paragraph 1; 

“Known Potential Bidders” as defined in paragraph 10; 

"Lender" means National Bank of Canada; 

“Monitor” as defined in paragraph 3. 

"NDA" means a non-disclosure agreement in form and substance satisfactory to the 
Monitor, which will inure to the benefit of any purchaser of the Property; 

“NOI Proceedings” as defined in paragraph 1; 

"Potential Bidder" as defined in paragraph 10; 

"Property" means the assets, properties and undertakings of the Debtors or any portion 
thereof; 

“Proposal Trustee” as defined in paragraph 1; 

“Qualified Advisors” means the legal and financial advisor(s) and/or lenders to a 
Qualified Bidder, provided that, in each case, such advisor or lender: (a) is reasonably 
acceptable to the Monitor; and (b) has executed or is bound by a NDA; 

"Qualified Bid" means a third party offer to purchase some or all of the Property in the 
form specified by the Revised SSP;  



"Qualified Bidder" as defined in paragraph 12; 

“Revised SSP Order” as defined in paragraph 5; 

“Sale Process” means the sale solicitation process carried out by the Monitor pursuant to 
the terms of the Revised SSP; and 

“Successful Bid” as defined in paragraph 20. 

Conduct of Sale Process and Timeline 

7. The Monitor shall implement the Revised SSP. The Revised SSP Order and the Revised 
SSP shall exclusively govern the process for soliciting and selecting Qualified Bids. 

8. The Debtors are required to assist and support the efforts of the Monitor in undertaking 
the Revised SSP. In the event that there is disagreement as to the interpretation or 
application of the Revised SSP or the responsibilities of the Monitor or the Debtors 
hereunder, the Court will have jurisdiction to hear such matter and provide advice and 
directions, upon application by the Monitor or the Debtors. 

9. The following table sets out the key milestones under the Sale Process, subject to 
extension by the Monitor pursuant to and in accordance with the Revised SSP: 

Milestone Deadline 

Commencement Date November 19, 2018 

Bid Deadline January 11, 2019 

Settle and execute a binding asset purchase 
agreement with respect to the Successful 
Bid  

January 25, 2019 

Date by which Approval Motion is heard February 8, 2019 

Closing of the transaction with Successful 
Bidder 

March 8, 2019 

 

Opportunity 

10. As soon as practicable following issuance of the Revised SSP Order, the Monitor shall, in 
consultation with the Debtors, the Lender and any other stakeholder as deemed 
appropriate by the Monitor, prepare a list of persons that submitted a letter of intent in the 
BIA SSP (the “Known Potential Bidders”) along with any other potential bidders that 
have expressed interest in acquiring a portion or all of the Property (together, the 
“Potential Bidders” and individually a “Potential Bidder”). The Monitor shall contact 
each Potential Bidder to advise them of the opportunity.  



Participation Requirements 

11. In order to participate in the Sale Process, each Potential Bidder must deliver to the 
Monitor at the address specified in Exhibit "A":  

(a) a letter setting forth the identity of the Potential Bidder, the contact information 
for such Potential Bidder and full disclosure of the principals of the Potential 
Bidder; and 

(b) an executed NDA (if a NDA had not already been executed in the BIA SSP), 
which, among other things, shall include provisions whereby the Potential Bidder 
agrees to accept and be bound by the Revised SSP.  

12. A Potential Bidder that has executed a NDA, and has delivered the documents and 
information described above, and that the Monitor, in its reasonable business judgement, 
determines is likely, based on the availability of financing, experience and other 
considerations, to be able to consummate a transaction to acquire some or all of the 
Property (including any liabilities to be assumed) will be deemed a “Qualified Bidder”, 
and be promptly notified of such determination by the Monitor. In no event shall the 
Lender constitute a Qualified Bidder. 

13. The Monitor shall provide to each Qualified Bidder that has executed a NDA a 
confidential information memorandum (the “Confidential Information 
Memorandum”) describing the opportunity to acquire all or a portion of the Property 
along with access to an electronic data room with due diligence information (the “Data 
Room”). The Monitor, the Debtors and the Lender make no representation or warranty as 
to the information (i) contained in the Confidential Information Memorandum or the Data 
Room, (ii) provided through the due diligence process in the Sale Process, or (iii) 
otherwise made available to a Qualified Bidder, except to the extent expressly 
contemplated in any definitive sale agreement with a Successful Bidder duly executed 
and delivered by the Debtors and approved by the Court. 

14. At any time during the Sale Process, the Monitor may, in its reasonable business 
judgment and after consultation with the Lender, eliminate a Qualified Bidder from the 
Sale Process, whereupon such bidder will be eliminated from the Sale Process and will 
no longer be a Qualified Bidder.  

Qualified Bidders and submission of Final Bid 

15. At the request of a Qualified Bidder, its Qualified Advisors will be granted access to such 
due diligence materials and information relating to the Property and the Business as the 
Monitor in its reasonable business judgement determines appropriate, including 
information or materials reasonably requested by each Qualified Bidder, on-site 
presentations and tours of the Property, and access to information in the Data Room. In 
addition, selected due diligence materials may be withheld from a Qualified Bidder if the 
Monitor determines such information to represent proprietary or sensitive competitive 
information.  



16. A Qualified Bidder that wishes to proceed must deliver to the Monitor a final binding 
proposal to purchase some or all of the Property (a “Final Bid”) including a duly 
authorized and executed purchase agreement based on the Form of Purchase Agreement 
and accompanied by a mark-up of the Form of Purchase Agreement showing 
amendments and modifications made thereto, together with all exhibits and schedules 
thereto, and such ancillary agreements as may be required by the Qualified Bidder, at the 
address specified in Exhibit "A" hereto (including by email or fax transmission) so as to 
be received by the Monitor by  no later than 12:00 p.m. (Eastern Time) on January 11, 
2019, or such other date or time as may be determined by the Monitor in consultation 
with the Lender (the "Bid Deadline"). 

17. A Final Bid will be considered a Qualified Bid only if (a) it is submitted by a Qualified 
Bidder; and (b) the Final Bid complies with, among other things, the following 
requirements: 

(a) it includes а letter stating that the Qualified Bidder’s offer is irrevocable until the 
earlier of: (i) the approval by the Court of a Successful Bid; and (ii) thirty (30) 
days following the Bid Deadline, provided that if such Qualified Bidder is 
selected as the Successful Bidder, its offer will remain irrevocable until the 
closing of the transaction with the Successful Bidder; 

(b) it includes written evidence of a firm irrevocable commitment for all required 
financing, or other evidence of the financial ability of such Qualified Bidder to 
consummate the proposed transaction, that will allow the Monitor to make а 
reasonable determination as to the Qualified Bidder's financial and other 
capabilities to consummate the transaction contemplated by its Final Bid and 
ability to perform its obligations under any assumed contracts; 

(c) sets out the purchase price range in Canadian dollars, including details of any 
liabilities to be assumed by the Qualified Bidder, along with a description as to 
how the Qualified Bidder intends to value net working capital of the Business;  

(d) it describes the Property to be included as well as the Property to be excluded, 
divested or disclaimed prior to closing, if any; 

(e) it includes full details of the proposed number of employees who will become 
employees of the Qualified Bidder and provisions setting out the terms and 
conditions of employment for continuing employees; 

(f) it includes details of any liabilities to be assumed by the Qualified Bidder; 

(g) it is not conditional upon, among other things: 

(i) the outcome of unperformed due diligence by the Qualified Bidder; or 

(ii) obtaining financing; 



(h) it fully discloses the identity of each entity that will be sponsoring or participating 
in the Final Bid, and the complete terms of such participation; 

(i) it outlines any anticipated regulatory and other approvals required to close the 
transaction and the anticipated time frame and any anticipated impediments for 
obtaining such approvals; 

(j) it identifies with particularity the contracts and leases the Qualified Bidder wishes 
to assume and reject, contains full details of the Qualified Bidder's proposal for 
the treatment of related cure costs (and provides adequate assurance of future 
performance thereunder); and it identifies with particularity any executory 
contract or unexpired lease the assumption and assignment of which is a condition 
to closing; 

(k) it provides a timeline to closing with critical milestones; 

(l) it includes evidence, in form and substance reasonably satisfactory to the Monitor, 
of authorization and approval from the Qualified Bidder’s board of directors (or 
comparable governing body) with respect to the submission, execution, delivery 
and closing of the transaction contemplated by the Final Bid; 

(m) it is accompanied by a refundable deposit (the "Deposit") in the form of a wire 
transfer (to a bank account specified by the Monitor), or such other form 
acceptable to the Monitor, payable to the order of the Monitor, in trust, in an 
amount equal to not less than 10% of the purchase price, to be held and dealt with 
in accordance with the terms of the Revised SSP; 

(n) it contains other information reasonably requested by the Monitor; 

(o) it is received by the Bid Deadline; and 

(p) it includes an acknowledgement and representation that the Qualified Bidder: (a) 
has relied solely upon its own independent review, investigation and/or inspection 
of any documents and/or the assets to be acquired and liabilities to be assumed in 
making its Final Bid; and (b) did not rely upon any written or oral statements, 
representations, promises, warranties or guarantees whatsoever, whether express 
or implied (by operation of law or otherwise) made by the Monitor, the Debtors or 
the Lender, regarding any matter or thing, including, without limitation, the 
Debtors, the Property, the Business the assets to be acquired or liabilities to be 
assumed or the completeness of any information provided in connection 
therewith, except as expressly stated in the purchase and sale agreement. 

18. The Monitor may waive compliance with any one or more of the requirements specified 
above and deem such Final Bid to be a Qualified Bid, provided that doing so shall not 
constitute a waiver by the Monitor of the requirements of the foregoing paragraph or an 
obligation on the part of the Monitor to designate any other Final Bid as a Qualified Bid. 
The Monitor will be under no obligation to negotiate identical terms with, or extend 
identical terms to, each Qualified Bidder.  



Evaluation of Qualified Bids 

19. The Monitor, in consultation with the Lender, will review each Final Bid received. For 
the purpose of such consultation and evaluations, the Monitor may request clarification of 
the terms of any Final Bid. 

20. Evaluation criteria may include, but are not limited to items such as: (a) the purchase 
price and net value (including assumed liabilities and other obligations to be performed 
by the Qualified Bidder); (b) the firm, irrevocable commitment for financing the 
transaction; (c) the claims likely to be created by such Final Bid in relation to other Final 
Bids; (d) the counterparties to the transaction; (e) the terms of the proposed transaction 
documents; (f) other factors affecting the speed, certainty and value of the transaction 
(including any regulatory approvals required to close the transaction; (g) planned 
treatment of stakeholders; (h) the assets included or excluded from the Final Bid; (i) 
proposed treatment of the employees; (j) any transition services required from the 
Debtors post-closing and any related restructuring costs; and (k) the likelihood and timing 
of consummating the transaction. 

21. If one or more Qualified Bids is received or so designated by the Monitor, the Monitor, 
exercising its reasonable business judgment and following consultation with the Lender, 
may select the most favourable Qualified Bid(s) (each, a "Successful Bid"), whereupon 
the Debtors shall proceed to negotiate and settle the terms of a definitive agreement with 
the applicable Qualified Bidder.  The terms of any such definitive agreement must be 
acceptable to the Monitor and the Lender, each in its discretion. 

22. Following the Bid Deadline, the Monitor specifically reserves its right to negotiate with 
any Qualified Bidder with respect to any provision of its Final Bid or to request or agree 
to any changes in any such Final Bid. The Monitor may choose to take such steps with 
respect to one of more Qualified Bidder but the Monitor shall have no obligation to 
negotiate identical terms with, or extend identical terms to, each Qualified Bidder. The 
Monitor reserves its right to request some, but not all, Qualified Bidders submit a revised 
Final Bid reflecting improved terms or other amendments requested by the Monitor. The 
Monitor will be under no obligation to provide to each Qualified Bidder the opportunity 
to improve the terms of any Final Bid submitted to the Monitor following the Bid 
Deadline. 

Additional Guidelines 

23. If the Monitor determines that no Qualified Bid has been received by the Bid Deadline, 
the Monitor may, in its sole and absolute discretion, designate one or more Final Bids as 
a Qualified Bid. If no Qualified Bid is received or designated by the Monitor, any of the 
Lender, the Monitor or the Debtors may apply to the Court for further advice and 
directions, including with respect to the termination of the Sale Process. 

Approval Motion for Successful Bid 

24. The Debtors will bring a motion before the Court (the "Approval Motion") for an order 
approving the Successful Bid(s) and authorizing the Debtors to enter into any and all 



necessary agreements with respect to the Successful Bid(s) and to undertake such other 
actions as may be necessary or appropriate to give effect to the Successful Bid(s). 

25. The Approval Motion will be held on a date to be scheduled by the Court upon motion by 
the Debtors. The Approval Motion may be adjourned or rescheduled by the Debtors or 
the Monitor, on notice to the Lender, by an announcement of the adjourned date at the 
Approval Motion and without the need for any further notice thereof. 

26. All Qualified Bids (other than the Successful Bid) will be deemed rejected on the date of 
approval of the Successful Bid(s) by the Court. 

Deposits 
 

27. All Deposits will be retained by the Monitor and invested in an interest bearing trust 
account. If there is a Successful Bid, the Deposit (plus accrued interest) paid by the 
Successful Bidder whose bid is approved at the Approval Motion will be applied to the 
purchase price to be paid by the Successful Bidder upon closing of the approved 
transaction and will be non-refundable. The Deposits (plus applicable interest) of 
Qualified Bidders not selected as the Successful Bidder(s) will be returned to such 
bidders within five (5) Business Days of the date upon which the Successful Bid is 
approved by the Court. If there is no Successful Bid, then, subject to the following 
paragraph, all Deposits (plus applicable interest) will be returned to the bidders within 
five (5) Business Days of the date upon which the Sale Process is terminated in 
accordance with the Revised SSP. 

28. If a Successful Bidder breaches its obligations under the terms of the Sale Process, its 
Deposit plus interest shall be forfeited as liquidated damages and not as a penalty. 

Approvals 

29. For the avoidance of doubt, the approvals required pursuant to the terms hereof are in 
addition to, and not in substitution for, any other approvals required pursuant to the 
CCAA Proceedings or any statute or as otherwise required at law in order to implement a 
Successful Bid. 

Amendment 

30. The Monitor may vary or amend the Revised SSP (including, without limitation, 
extending the Bid Deadline) with the consent of the Lender or the approval of the Court. 

31. The Sale Process does not, and will not be interpreted to, create any contractual or other 
legal relationship between the Monitor or the Debtors and any Qualified Bidder or any 
other person, other than as specifically set forth in a definitive agreement that may be 
signed with the Debtors. At any time during the Sale Process, the Monitor may apply to 
the Court for advice and directions with respect to the discharge of its power and duties 
hereunder. 



"As Is, Where Is" 

32. Any sale of the Property by the Debtors will be on an "as is, where is" basis as at the time 
of closing and without surviving representations or warranties of any kind, nature, or 
description by the Debtors, the Monitor, the Lender or any of their respective affiliates, 
advisors, agents or representatives, except to the extent otherwise provided under a 
definitive agreement with a Successful Bidder executed and delivered by the Debtors.  
Neither the Monitor, the Debtors, the Lender nor any of their respective affiliates, 
advisors, agents or representatives makes any representation or warranty as to title, 
description, fitness for purpose, merchantability, quantity, conditions or quality of any of 
the Property or the accuracy or completeness of the information contained in any of the 
Confidential Information Memorandum or in the Data Room, except to the extent 
otherwise provided by the Debtors under a definitive agreement with a Successful Bidder 
executed and delivered by the Debtors. The Debtors are not required to inspect or count, 
or provide any inspection or counting, of the Property or any part thereof and each 
Qualified Bidder shall be deemed, at its own expense, to have relied entirely on its own 
inspection and investigation with respect to the Property.  It shall be the Successful 
Bidder's sole responsibility to obtain, at its own expense, any consents to such transfer 
and any further documents or assurances which are necessary or desirable in the 
circumstances.  Without limiting the generality of the foregoing, any and all conditions, 
warranties and representations expressed or implied pursuant to the Sale of Goods Act 
(Ontario) do not apply to the sale of the Property and shall be waived by the Successful 
Bidder.  

Free Of Any And All Claims and Interests 

33. As part of the Approval Motion, the Debtors will seek an order vesting in the Successful 
Bidder all of the right, title and interest of the Debtors to that part of the Property subject 
to the Successful Bid free and clear of all pledges, liens, security interests, encumbrances, 
claims, charges, options and interests on or against the Property (collectively, the 
"Claims and Interests").  Such Claims and Interests will attach only to the net proceeds 
of the sale of such Property (without prejudice to any claims or causes of action regarding 
the priority, validity or enforceability thereof), except to the extent otherwise set forth in 
a definitive agreement with a Successful Bidder. 

No Obligation to Conclude a Transaction 

34. The highest or any Final Bid received pursuant to the Revised SSP will not necessarily be 
accepted.  In addition, at any time during the Sale Process, the Monitor may terminate the 
Revised SSP, and shall provide notice of such a decision to all Qualified Bidders. 

Further Orders 

35. At any time during the Sale Process, the Monitor may apply to the Court for advice and 
directions with respect to the discharge of its powers and duties hereunder. 

  



Exhibit “A” 

Address 

FTI Consulting Inc. 
TD South Tower 
79 Wellington Street West 
Suite 2010, PO Box 104 
Toronto ON  M5K 1G8 

Attention:  Messrs. Dean Mullett and Adam Zalev 





Appendix I

Cash Flow Forecast A

Dundee Energy Limited Partnership and Dundee Oil & Gas Limited

Cash Flow Forecast to February 1, 2019

12 Week Cash Flow

Amounts in thousands (000's)

In Canadian Dollars Week 1 Week 2 Week 3 Week 4 Week 5 Week 6 Week 7 Week 8 Week 9 Week 10 Week 11 Week 12 Total

Week Ending 16-Nov-18 23-Nov-18 30-Nov-18 07-Dec-18 14-Dec-18 21-Dec-18 28-Dec-18 04-Jan-19 11-Jan-19 18-Jan-19 25-Jan-19 01-Feb-19

Oil - 923 103    -    - 882 98    -    -    - 999 - 3,003 

Gas -    - 1,338    -    -    - 1,302    -    -    - 1,382 - 4,022 

Processing -    -    -    -    -    -    -    -    -    -    -    -    -

Other -    -    -    -    -    -    -    -    -    -    -    -    -

Total Revenue - 923 1,441    -    - 882 1,400    -    -    - 2,380 - 7,025 

Royalties    -    -    - (339) - (327) -    -    -    -    -    - (666) 

Operating (367) (111) (60) (82) (310) (59) - (59) (182) (162) (444) (62) (1,898) 

Field Netback (367) 812 1,381 (421) (310) 496 1,400 (59) (182) (162) 1,936 (62) 4,461 

Payroll (180) (2) (178) (2) (165) (2) (165) (2) (2) (165) (2) (159) (1,025) 

Other G&A (21) (20) (20) (20) (20) (20) (20) (20) (20) (20) (20) (21) (243)           

EBITDA (568) 790 1,183 (444) (496) 473 1,215 (81) (204) (347) 1,914 (242) 3,194 

Interest & Financing Fees    -    -    - (350) -    - - (350)    -    -    - (350) (1,050) 

Abandonment Disbursements    -    - (68) - (68) (68) -    - - (57)    -    - (260) 

P&NG Rights    -    -    - (25) -    - -    - (190) - (285) - (500) 

Restructuring Expenses (1,500)              -    - -    - (500) -    -    -    -    - (500) (2,500) 

Funds from Operations (2,068) 790 1,115 (818) (563) (94) 1,215 (431) (394) (404) 1,629 (1,092) (1,116)        

Opening Draw on Credit Facility (52,634)         (54,702)         (53,912)         (52,798)         (53,616)         (54,179)         (54,274) (53,059)         (53,490)         (53,884)         (54,288) (52,658)         (52,634)      

Ending Draw on Credit Facility (54,702)         (53,912)         (52,798)         (53,616)         (54,179)         (54,274)         (53,059)         (53,490)         (53,884)         (54,288)         (52,658)         (53,750)         (53,750)      

Bank Line

Operating Credit Card

Total Credit Facility (56,700)         (56,700)         (56,700)         (56,700)         (56,700)         (56,700)         (56,700)         (56,700)         (56,700)         (56,700)         (56,700)         (56,700)         (56,700)      

1,998 2,788 3,902 3,084 2,521 2,426 3,641 3,210 2,816 2,412 4,042 2,950 2,950         

Notes:

Remaining Balance on Credit Facility

1) Dundee has applied $1.2M of extension fees received in accordance with the Third APA Amending Agreement and Fourth APA Amending Agreement against the Lender's credit facility and the Lender has correspondingly

reduced the total credit available (exclusive of the MasterCard) to Dundee from $57.9M to $56.7M.



 
 

In the Matter of the Companies’ Creditors Arrangement Act of  

Dundee Oil & Gas Limited 

Notes to Cash Flow Statement A 

For the twelve (12) week period ending February 1, 2019 

 
1. Purpose of the Cash Flow Statement A 

 

Dundee Oil & Gas Limited (the “Debtor”) has prepared the attached forecast for 

the period November 10, 2018 to February 1, 2019 (the “Cash Flow Period”) and 

the accompanying notes (collectively the “Cash Flow Statement A”) in support 

of the notice of intention to make a proposal proceedings that were declared on 

August 15, 2017 under the Bankruptcy and Insolvency Act and continued under 

the Companies’ Creditors Arrangement Act, R.S.C. 1985, c.C.-36 (“CCAA”) on 

February 13, 2018 (the “Proceedings”).   

 

The Debtor has prepared the Cash Flow Statement A based on probable and 

hypothetical assumptions that reflect its planned course of action for the Cash 

Flow Period.  Management is of the opinion that, as at the date of filing the Cash 

Flow Statement A, the assumptions used to develop the projection represent the 

most probable set of economic conditions facing the Debtor and that the 

assumptions used proved a reasonable basis for and are consistent with the 

purpose of the Cash Flow Statement A. 

 

The Cash Flow Statement A has been developed pursuant to requirements of the 

CCAA and is in support of the Proceedings.  The information contained in 

the Cash Flow Statement A is subject to changing assumptions and/or receipt of 

new or additional information and actual results may vary.  The Cash Flow 

Statement A should not be used for any other purpose and creditors are cautioned 

that the information provided in the Cash Flow Statement A could vary based on 

changing future circumstances. 

 

2. Global Cash Flow Assumptions 
 

The Debtor will operate as a going concern and will continue to make interest 

payments on its secured loan (the “Credit Facility”) with National Bank of 

Canada (the “Bank”) as cash flow permits. The Debtor has sufficient cash on 

hand and borrowing availability under the Credit Facility to maintain operations 

through the Cash Flow Period.  

 

3. Oil and Gas Revenue 
 

The Debtor’s oil and gas revenue is the product of NYMEX futures settlement 

pricing as of November 7, 2018 and its expected production forecast. The 

Debtor’s production forecast is based on historical results and decline rates. Oil 

and gas revenue is received between the 20
th

 and 25
th

 of the month in the 

following month. (i.e. December production revenue would be received on 

January 20
th

 – 25
th

). 



 
 

4. Royalties 
 

The Debtor’s monthly royalty expense is a product of the Debtor’s expected 

production revenues and freehold, crown and gross overriding royalty 

percentages. The freehold and crown rate is 12.5% for the Debtors’ Ontario 

production which includes all fields except the Mikwan field in Alberta. The 

Mikwan crown rate is 5%. The gross overriding royalty rate differs between 

production field but ranges from 0% for its offshore production to 10.5% for its 

Mikwan production. The total royalties including freehold, crown and gross 

overriding royalties over the Debtor’s different production fields range from 

12.5% to 18.5%. 

 

5. Operating Expenses 
 

The Debtor’s monthly operating expenses are based on historical expenses 

including but not limited to well and equipment maintenance costs, land rental 

expenses, utilities, transportation and regularly scheduled well workovers. The 

Debtor’s operating expenses, excluding transportation, are related to but not 

dependant on monthly production. Whereas transportation expenses are a product 

of monthly production and the Debtor’s historical transportation costs for either 

oil or gas. Based on negotiation with vendors following August 15, 2017 (the date 

the Notice of Intention to Make a Proposal was filed) monthly transportation costs 

for natural gas are forecast to be paid at the beginning of each month in advance 

of the monthly transportation services being provided. 

 

6. Payroll 
 

The payroll includes both salaried office employees and field staff as well as 

employee benefits. The Debtor’s payroll is funded a minimum of two business 

days prior to the 15
th

 and end of the month.  

 

7. Other G&A 
 

Other G&A includes but is not limited to office rent and miscellaneous office 

expenses. Other G&A is assumed to be paid in weekly vendor settlement 

payments as they come due in the normal course of business. 

 

8. Interest & Financing Fees 
 

Interest and financing fees are the interest payments owed by the Debtor to the 

Bank under the Credit Facility. Interest and financing fees are assumed to be paid 

on the last day of the month.  

 

9. Abandonment Disbursements 
 

Abandonment disbursements relate to the expenses incurred as the Debtor’s 

complete the government mandated well abandonments, including abandonment 

related payroll expenses. The Cash Flow assumes abandonment related activities 

will continue in to February 1, 2019 with primarily related to onshore wells; 



 
 

however the Debtor’s onshore abandonment schedule is reliant on the weather 

and crop harvest conditions. Abandonment operating expenses (i.e. non 

abandonment payroll related) are assumed to be paid in weekly vendor settlement 

payments as they come due in the normal course of business.   

 

10. P&NG Rights 
 

P&NG rights relate to land rental payments on undeveloped land. P&NG rights 

are assumed to be paid at the beginning of each month as they come due for 

annual renewal. 

  

11. Restructuring Expenses 
 

Restructuring expenses relate to the professional fees to be incurred in connection 

with the CCAA proceeding, including expenses of the Debtor’s counsel, Monitor 

and its counsel and the Bank and its counsel. 

 





Appendix J

Cash Flow Forecast B

Dundee Energy Limited Partnership and Dundee Oil & Gas Limited

Cash Flow Forecast to February 1, 2019

12 Week Cash Flow

Amounts in thousands (000's)

In Canadian Dollars Week 1 Week 2 Week 3 Week 4 Week 5 Week 6 Week 7 Week 8 Week 9 Week 10 Week 11 Week 12 Total

Week Ending 16-Nov-18 23-Nov-18 30-Nov-18 07-Dec-18 14-Dec-18 21-Dec-18 28-Dec-18 04-Jan-19 11-Jan-19 18-Jan-19 25-Jan-19 01-Feb-19

Oil    -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -              

Gas    -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -              

Processing    -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -              

Other    -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -              

Total Revenue    -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -              

Royalties    -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -              

Operating (367)             (119)             (219)             (119)                -                 -                 -                 -                 -                 -                 -                 -              (823)             

Field Netback (367)             (119)             (219)             (119)                -                 -                 -                 -                 -                 -                 -                 -              (823)             

Payroll
(1)

(180)                -              (348)                -                 -                 -                 -                 -                 -                 -                 -                 -              (528)             

Other G&A (21)               (15)               (15)               (15)                  -                 -                 -                 -                 -                 -                 -                 -              (66)               

EBITDA (568)             (134)             (581)             (134)                -                 -                 -                 -                 -                 -                 -                 -              (1,417)          

Interest & Financing Fees    -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -              

Abandonment Disbursements    -              (10)               (10)               (10)                  -                 -                 -                 -                 -                 -                 -                 -              (30)               

P&NG Rights    -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -              

Restructuring Expenses (1,500)          (270)                -              (75)                  -                 -                 -              (75)                  -                 -                 -              (50)               (1,970)          

Funds from Operations (2,068)          (414)             (591)             (219)                -                 -                 -              (75)                  -                 -                 -              (50)               (3,417)          

Opening Draw on Credit Facility
(2)

(52,634)           -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -              (52,634)        

Ending Draw on Credit Facility
(2)

   -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -              

Opening Cash Balance -               1,399            965               354               125               125               125               125               50                50                50                50                   -              

Opening Draw on Professional Reserve Funding
(2)

200               -               -               -               -               -               -               -               -               -               -               -               200               

Funding of Post Filing Obligations to be Paid Post Closing 1,029            -               -               -               -               -               -               -               -               -               -               -               1,029            

Return of MNRF Security Deposit 270               -               -               -               -               -               -               -               -               -               -               -               270               

Net Cash Flow -               (414)             (591)             (219)             -               -               -               (75)               -               -               -               (50)               (1,349)          

Outstanding Cheques
(3)

(100)                (20)               (20)               (10)               -               -               -               -               -               -               -               -               (150)             

Ending Cash Balance 1,399            965               354               125               125               125               125               50                50                50                50                0                  -               

Notes:

2) The transaction is 1) Payroll disbursements in the week ended November 30, 2018, include the KERP disbursement, among other items.

3) As at November 9, 2018, the Company held $150K of post filing outstanding cheques. This line item represents forecast clearing of the post filing outstanding cheques in the post closing period.

2) The transaction is expected to close on November 16, 2018. The Monitor will be funded its professional fee reserve of $200K and the Lender's credit facility will be terminated on closing. The funds will be held with the Monitor during the wind down process 

of the Debtors.
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